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by not renting it and letting her parents live 
in it. The fair market value of the rent is added 
to any money she gives the parents to de­
termine “support,” which may be enough to 
amount to over 50%. She then gets $1,500 in 
exemptions plus the favorable Head-of-House­
hold tax rates. This may result in tax savings 
in excess of the rental income she was receiv­
ing.
The partial support of parents does not re­
sult in head-of-household benefits, but a multi­
ple support agreement among the supporting 
children can result in an occasional exemption 
deduction. Anyone contributing to the support 
of parents should investigate this possibility.
Married college-student children can also be 
claimed as dependents, providing the parents 
provide over one-half the support of their child 
and that child does not file a joint return with 
his or her spouse.
A widow with dependent children for whom 
she maintains a household can qualify for the 
most favorable tax rates: those of married indi­
viduals filing jointly. She qualifies for these 
rates for the year in which her husband died 
and for the two succeeding years provided she 
remains unmarried. After that, she will proba­
bly qualify for the head-of-household rates.
There are many ways one may claim a de­
pendent; any woman who is contributing to 
the support of another person should investi­
gate all the possibilities.
Conclusion
It is hoped that this article has pointed out 
a few areas of tax planning to the reader. 
There are many other areas for possible sav­
ings, such as the new child care deduction 
provisions. Each woman should investigate the 
new (and old, but overlooked) provisions and 
plan her tax affairs as carefully as she plans 
her other financial affairs. After all, after-tax 
dollars are what she can spend or invest.
NOTES
1. Code Section 401 (d)(1); Regulation 1.401- 
12(c).
2. Code Section 401 (g); Regulation 1.401-9.
3. Code Section 405; Regulation 1.405-1.
REVIEWS
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The Income Tax and Business Decisions, 
Second Edition, William L. Raby, Prentice- 
Hall, Inc., Englewood Cliffs, N.J., 1972, 496 
pages, $11.95 (cloth-cover).
While this book is interesting, well written 
and occasionally amusing, it is not a book most 
readers of The Woman CPA would want in 
their libraries. It is neither a technical nor a 
specific-topic book. It is, rather, an elementary 
and general discussion of taxation.
The book is organized into four parts. The 
first chapter presents a broad overview by dis­
cussing the various concepts of income; Chap­
ter Two is a hodgepodge of the legislative pro­
cess, the judicial system, ADP, tax experts and 
tax practice. The second part looks at the vari­
ous taxpaying entities and makes extensive use 
of filled-in tax forms for illustrations. Part three 
consists of ten chapters on specific areas of 
taxation such as depreciation, capital gains, 
and corporate reorganizations. The final part 
consists of a five-chapter concentration on tax 
practice.
Dr. Raby appears to have fallen into the 
trap of being unable to decide toward whom 
the book is aimed. If it is aimed at the busi­
nessman (who is ignorant of taxation and has 
no intention of becoming an expert) pictures 
of filled-in forms are of no benefit. Of what use 
(to a businessman) is the section on tax prac­
tice? If, on the other hand, the book is aimed 
at tax practitioners, a more legalistic approach 
is necessary.
Despite these deficiencies, the book is the 
best on the market for use in a tax course de­
signed for non-accounting majors (or account­
ing majors not planning a career in public 
practice). There are several specific sugges­
tions for improving this book for use in a col­
lege course: Part One should have some 
background history of taxation in the U.S.; the 
law-making process and judicial system could 
be expanded; more attention should be given 
to why certain laws were passed (an historical 
perspective would help); the section on tax 
practice could be eliminated; and, finally, more 
emphasis should be placed upon teaching the 
future businessman how to recognize problem 
areas so he will consult his C.P.A. prior to 
disastrous actions.
This second edition is so much better than 
the first edition (1964) that one hopes it will 
not be another six years before the third edition 
is available.
Dr. Patrica C. Elliott, CPA 
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“The Early Impact of APB Opinions No. 
16 and 17—An Empirical Study,” Robert 
Libby, The CPA Journal, Vol. XLII, No. 
10, October 1972.
Mr. Robert Libby examines mergers subse­
quent to the publication of APB Opinions No. 
16 and 17 in the light of predictions about the 
effects of these opinions. Drawing a statistical 
sample of New York Stock Exchange transac­
tions prior to and following Opinions No. 16 
and 17, Mr. Libby shows that poolings of in­
terest dropped from 82.4% to 59% of all new 
business combinations. Some authorities had 
predicted that poolings of interest would ac­
count for only 14% of all acquisitions.
The author finds no evidence to support the 
claim that the mandatory amortization of good­
will required under Opinion 17 adversely af­
fects acquisition prices of firms with large 
amounts of goodwill. Although predictors de­
clared that firms with low market value/book 
value ratios (MV/BV) would be involved in a 
greater share of acquisitions following the 
issuance of Opinion 17, Libby’s sample reveals 
no significant changes in the MV/BV ratios of 
firms involved in mergers. He does find, how­
ever, that the previous trend to treat merging 
companies with high MV/BV ratios as poolings 
of interest and firms with low MV/BV ratios 
as purchases still exists.
Libby’s research illustrates the effects of 
Opinions 16 and 17 on new business combina­
tions in a factual manner. He wisely cautions 
the reader, however, to avoid final conclusions 
until the results of more research are available.
Michael L. Cobb 
Graduate Student 
Memphis State University
“Valuation of Equity Securities,” William 
J. Morris and Bernard A. Coda, The Jour­
nal of Accountancy, Vol. 135, No. 1, Jan­
uary 1973.
In the valuation of equity securities held 
for long-term investment the authors point out 
the deficiencies of both historical cost and cur­
rent value. They think that use of the current 
value method may cause fluctuations in income 
from period to period and that other alterna­
tives are more in keeping with traditional ac­
counting concepts.
Historical costs, on the other hand, have a 
built-in bias toward conservatism which the 
authors contend is equally unacceptable. In­
come reported utilizing historical costs for 
equity security valuations are woefully defi­
cient in showing real income and value. The 
use of historical costs creates hidden reserves 
which may be used to manipulate income.
The problem faced by the accountant is that 
of arriving at the most nearly correct valuation 
for equity securities within the limits set by 
generally accepted accounting principles. Ob­
viously, a single quoted market price at a 
random date is an unreliable predictor of 
future cash flows. Also, the historical cost is 
not relevant in the prediction of future flows 
of funds.
The five-year moving average method rep­
resents one of the better alternatives to these 
two unacceptable methods of evaluation. Of 
course, the traditional concept directs that in­
creases in value be recognized as soon as there 
is a high degree of certainty concerning net 
realizable value. The desire for conservatism 
also controls the timing of the write-up of 
equity securities. The authors feel that a five- 
year moving average method of valuation 
would correct the deficiencies of current mar­
ket by smoothing the fluctuations inherent in 
this method. Additionally, the gradual in­
creases in value are also recognized.
In utilizing the moving average method, cur­
rent market values over a five year period are 
chosen and probabilities of value realization— 
“certainty equivalents”—are assigned to these 
yearly values. The authors clearly state, how­
ever, that current value does not represent the 
only standard for setting values. The best esti­
mator is the one with the smallest Mean Stan­
dard Error. Even a biased estimator may be 
the best estimator if the variance is small.
Drs. Morris and Coda present a very good 
compromise to the problems involved with 
equity security valuation. Their solutions, how­
ever, still require subjective evaluations on the 
part of either management or accountants. The 
question still exists concerning who sets the 
value standards and what probabilities are to 
be applied once the standards are chosen.




“Put Profit in Its Place,” John Adam, Jr., 
Harvard Business Review, Vol. 51, No. 2, 
March-April 1973.
In this article John Adam, Jr. stresses that 
profit is not the purpose of business but merely 
the device that attracts the needed capital. The 
real purpose of business is of course the satis­
faction of consumer’s needs. The current “con­
sumerism” movement is presented as more than 
a passing fancy. Consumer satisfaction will be 
necessary if business is to continue to prosper.
In addition to the consumer protection 
movement, the author stresses the motivation 
affecting personal devotion to a position. He 
indicates that “people today want more than 
money. People want and expect some personal 
sense of satisfaction and accomplishment from 
their work.” For some segments of the popula­
tion this last statement is true, but a careful 
distinction must be made among different 
groups in that respect. It is clear that Mr. 
Adam is evaluating the motivation possibilities 
of the more educated members of the society. 
It is precisely these college-trained citizens 
who are looking critically at the business estab­
lishment and it is these people who will expect 
the business organization to meet public needs. 
In using the concept of profit as the purpose of 
business, the facts are obscured and it becomes 
difficult to understand that business can only 
continue to function when it satisfies the needs 
of the people whom it serves. In the interest of 
preserving a free enterprise capitalistic system, 
it is extremely important to be certain that 
everyone understands the real purpose of the 
system. It should also be clear that this is an 
age of challenge and that a challenge requires 
response as well as self-evaluation. It should 
perhaps be noted that the concept of a social 
audit may take this challenge into considera­
tion.
Dr. Janet K. Messing, C.P.A. 
Herbert H. Lehman College 
of the City of New York
Vocational Mathematics for Business, Ma­
rie Martinka; South-Western Publishing 
Company, Cincinnati, Ohio, 1972; 314 
pages, $2.80.
This text-workbook is designed for those 
individuals who have not had formal arithmetic 
training for several years. Its primary objective 
is to build vocational skill and accuracy in 
business mathematics.
Because of its semi-programmed format, an 
individual can easily find those specific weak­
nesses in mathematical background which need 
strengthening. The first part is devoted to fun­
damental operations with decimals, fractions, 
decimal-fraction relationships, percentages, 
weights and measures, including the metric 
system, and calculating shortcuts. The remain­
ing chapters include up-to-date applications in 
business as well as work in the binary, octal, 
and hexadecimal number systems and arith­
metic operations within these systems.
This reviewer believes that the text would 
have value for accountants who have difficul­
ties stemming from weak mathematical back­
grounds.
Monica Schilter
W. A. Krueger Company
“What Is a Corporate Social Audit?” Ray­
mond A. Bauer and Dan H. Fenn, Jr., 
Harvard Business Review, Vol. 51, No. 1, 
January-February 1973.
For the reader who finds a certain fascina­
tion in the various theories of accounting for 
social concern and wonders just how social 
concern can be quantified, “What is a Corpo­
rate Social Audit” by Raymond A. Bauer and 
Dan H. Fenn, Jr. answers a lot of these puz­
zling questions.
The article begins with the need for such an 
audit. Most companies do have socially ori­
ented programs, but only in recent years has 
public concern created pressure that the public 
be informed of what is being done in these 
noneconomic areas.
“Possibly the social audit that is credible in­
ternally and externally may look nothing like 
a financial audit at all.” Their concern here is 
not with a formula for doing the audit but the 
suggestion that industry should start experi­
menting. They think that “We are only on the 
edge of the thicket” and that we need the 
expertise and involvement of many people 
“with the courage to try to frame an answer.”
In view of the fact that this particular audit 
would also be a valuable tool for management, 
they suggest that initially it be designed for 
internal purposes only. With these data avail­
able management would then also be better 
able to decide what would constitute an ade­
quate and relevant social audit for external 
purposes.
The authors close with the question of 
whether a company can carry out such an 
audit on itself. They are concerned with the 
fact that very little outside help is available 
but conclude that the accounting profession 
will be centrally involved if social audits be­
come generally accepted and expected.
Bernadine Gravot
Stanley Home Products, Inc.
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